INTRODUCTION
The strategy-onderIylng : Pakistan'» development during earlier decades was based on the concept of "Industrial fundamentalism". A host of fiscal, trade, financial and technological policies were Implemented to encourage the process of growth through industrialization.
However, It was observed that the process of industrialIzatlon brought in increasingly capital-intensive techniques of production.
There are two schools of thought as to why this occurred.
The "technological determlnIsts" bfel ieVed'that technical efficiency alone determined the eventual choice of technique and since the technically efficient techniques were also the capital-intensive ones, the norms of efficiency Moreover, extensions that permit variable elasticities of : i : v ' • substitution as well as variable returns to scale are also available and are estimated. These forms and the testing procedure are described In detail in the section on methodology.
The large-scale textile manufacturing sector is of considerable importance to Pakistan not only because it is the predominant industrial sub-sector but also because of its backward linkages with the key agricultural sector. The results of this study could be of considerable interest for policy-making. In a labour-abundant, capita I-scarce economy like Pokistan the existence of significant factor substitution possibi I it ies in textiIe manufacturIng wI II imp Iy increased employment generation without sacrificing efficiency (without loss of output).
There has been very little work done in this area todate. Only two studies of note bear to-be mentioned. The first by Kazl et al (1976) The study Is divided into five soctlons. Details Of the econometric mode II I ng and procedures followed are described In the next section. 'There'are several theoretical and estimation considerations hitherto ignored by the earlier studies that are elaborated below. The .data used are described in the third section, while the results are presented In the fourth section. The summary of conclusion makes up the last section. It is evident that similar difficulties to those Indicated above apply for the estimation of elasticities whenrrelated products are aggregated to obtain a composite product, such as textiles. This emphasises the desirability of obtaining data at the firm level, for well-defined products, at the time periods of Interest. .value of production, employment and wages. These data'-form . the only source of any comprehensive statIstlcs'oh-the large-scale manufacturing firms :ln Pakistan. However, the census data suffer from three main defects: (Kemal, 1976 Kemal (1976) estimated that the extent of gross under-coverage of the censuses in various years ranged from about eight to forty-six percent. Following the census in 1963-64, a sample survey, covering ten percent of the non-respondent firms, was carried out. It showed that slxly percent of the non-respondent firms had ceased to exist.
It was estimated that the employment data In the census suffered from eighteen percent under-coverage. Based on this figure, the data on fixed assets, value-added and other variables were appropriately Inflated. However, bef cause of the small sample size, the range of Industries involved was restrictive and, as such, the data from all the industries could not be adjusted. In view of these limitations use of the census data for any time-series analysis eocounters significant difficulties*.
In this paper, however, we use the original published data from the census of large-scale firms within the large-scale textile Industry for each year for the years 1969-70, 1970-71, 1975-76, 1976-77, 1977-78 and 1980-81 C Government of Pakistan (1973 Pakistan ( , 1977 Pakistan ( , 1980 Pakistan ( , 1982 Pakistan ( , 1983 Pakistan ( & 1984 _/. These years are the six most recent years for Kemal (1976) attempted to adjust the census data to make It more consistent. The method used Involved projecting an adjusted series of capital over time arid then obtaining estimates of output, value-added, industrial cost, employment and wages by uslngvratlos of capital to the Individual variables obtained from the different census of manufacturing industries. These data obtained by Kemal have been the subject of severe criticism e.g., Meekal (1982) and Norbye (1978a and b) and ongo-ing debate, Kemal (1978 asset-size categories for the "provlnces of Punjab and Sind.
Our analysis therefore concentrates only on the data from these two provinces. The total number of observations In each province in each year are presented ..in Table 2 . Table 3 to 6. A perusal of these tables shows that the hypothesis of dissimilarity Is accepted in only 7 of the 72 cases (I.e. approximately 10 percent of the cases). We, therefore, can proceed with reasonable confidence to pool the data of the two provinces.
Next we consider the possibility that the yearly functions for each of the versions of the CES and VES production functions are similar. Here again, we consider the three possibilities of each case, I.e. • l" ** Oenotes significant at five-percent level sector. The second study by Kemal (1981) using an adjusted or "consistent" time-series data al so 1 -found' I imtted possibilities of factor substitution in this sector. :
The careful testing procedure adopted in this study has years. However, there is significant dissimilarity across years.
Secondly, the production relations are characterised by a constancy in the elasticity of factor substitution. Thirdly, for ; -i •: . each of the census years examined, constant returns-to-scaIe 
